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a tims schedule for accomplishing the reccsmended actions
and sutmit for review, written procedures vhen completed,
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UMDY E -
DEPARTMENT OF THE AIR FORCE 79) 7 ‘f[‘}7 i
HEADQUARTERS UNITED STATES AIR FORCE z j O j §‘
WASHINGTON 25,D.C. P
#532
REPLY TO:

Auditor General
Comptroller, USAF
Eastern District
Auvdit Liaison Office
PO Box 8155, SW Stn
Washington, D. C.

15 July 1959

aUnNJEAT: Renort on Survey of Procedures for the Control
of Customer-Provided# Pronerty
Lockheed Alrcraft Cornoration
Missile Systems Division
Palo Alto, California
Contract RT-100

TO: Contracting Cfficer

1. General Comnrents:

A survey has been verformed of selected nronerty
records, nrocedures and controls, maintained by the contract-
or in connection with customer-nrovided# hPOOQPtJ arisin~ out
of subject contract.

2. Items of lion-exnendable Pronerty Hovinc Unit Cost
Under 550.00:

The controctor treats these items as exvendable
nronerty in that no tages are affixed or accountable records
nainteined. Based uvon the examination made the auditor is
of the oninion that items in this category are of minor sig-
nificence and has offered no recommendations therefor.

3, Results of Examination:

It ie our oninion that the »ronerty orocedures be-

ing followed in herforminﬂ under the contract are renerally
deouato. However, nrocedures have not been fully covered

in writing, a consistent nolicy for tekinc vhysicel inven-
tories should be estubliQhed and charges for material origs-
inating from the contractor's main faeillity need closer sur-
veillance. Findincs of the auditor are briefly commented
unon below. Detailed exnlanation, together with the auditor's
recomrendations are contained in the referenced sbhedules.

#Customer-furnished and Contractor-nurchased
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n. Schedule 1l: Written nrocedures coverin~ ~l11l nalor
Apeng of o mromerty control svystem amlicohle to the worl
nerforred urder the controet have not been develored.

b. Schedule 2: Resnonslbility for co ontrcl of »ron-
erty and maintenance of adeocuate accountabhle records has not
been snelled out in writing.

c. Schedule 3: The contractor doees not identify
exnendahle and non-exnendable »ronerty on nurchase reruisitions.

d. Schedule 4: Control over charces for exnendable
~ponertr - considered wecsk in certein arees.

e. Schedule 5: Procedures for the contrel over the
moverent of non-exnenilable customer-nrovided nronert; heave
not bheen et forth in writing.

f. Schedule 6: The nractice of to¥in~ »eriodic nhys-
ie~1 inventorien, of 211 clecces of cuctorer-~rovided »rom-
erty spicine out of the contract, has not been eat~-11ghed.

TIn neltine the forepoin~ recomrmendrtions, reconition is
~twen to the follow-on (1960) Prorram, for wvhich ve uniderstond
the cortr-ctor recently submitted its nron omaﬂ.

4, Diccvcnsion of Survev Findincs: The re~u1t~ cf trie
survey were di-cucced with Tr. Jock Tiﬂn, Prolect lorager,
”%ﬂ concurred with the audltor's findings and 3”“996 to
smnlerent nrocednres which will eccomhlisn the intent of +ho
recorrendations

5. Action Rar~crended:  Slree oo Foas ekl o patre.
L - TSyt 14dnrness to oo

: e slth the
culitor's cecovjeﬁﬁrﬁfﬂvs, it 1o sné"ﬁfted thot » cony of

E?e rrrer yen~srt il the susmoriince sehedulee ho fuvmighed
My, Joelm Tian, The contreetor schovld be rernerted to fuor-
min~h o tiva gchedule for ccconnishin~ recorended action

nﬁﬂ ~umit for review, vrition nrocedures rhen apmleted, with

conies for +the »uditor.

W. Y. Groce

Audit Tirdincomn OfFFficer
Enstern Dictrteot
Aunditor Gennrel

conte 4-'1”,. 1.\, -~

66, Wy 0O 1 L MP
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Scrhedule 1

Written DPrranirec for the Zontrol of Cusrtoror-Prowsiaed
Promnertr

The contrret "rovides that 21l »ronertr otrer thon thnt
furniched diroctlr by the Government is ﬂﬂhiect to the ~rov-
feinma 0 AFPI 13%-504 and Clause 39 of the General Prowvisicme.
Clauien 29 of +the Gener2l Provicions states, in mart:

Wme erntr-ctor a~rees thot it will follow
1+s normal industrial mractice in nointain-
ins mronertr control records o all snec-
1al toolinr....."

orta anecinrl trolin~ »rocedures for the cortrel of 717

ertr not dtrretly furnicshed by *the custoner., Tho 0ﬁ“+“”ct—
nrty writter wrocedire for the control of »roject to~line
hna heen reviewed and is considered aodecunte. Heowever, the
nrocednre nctnally nracticed deviotes from the written »ro-
sedure in man~ resnmects due to the limitations imnoced by
~ecurity recnirements of the contract. VWritten —rocedures
coveriﬁ? 2’1 malor areas of a »ronerty control sratem onnli-
eable to the work nerformed under the contract hove not been
develoned.

Thie 1o dternreted cs malin~ a"lier-™le the comtract-
nrom

Recommendnticons

1. The e~ntrretor's estedlished vritten nrocedires
~honld he Tolloved, vhere omnlicohle, without deviation.

2, Wr:++en ~rocedures should be develored for grecifice
amnlic~tior to the controcet, where modific-tior 27 cotnbh-
1ished »rcceedures is necescory under the terms of the controct.
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Schedule 2

Re=zronsibility for Control of Pronerty and Adecuacy of
Accountable Records

Findinr:

The contractor has decignated the »roject mana~er to
nerforn c ntrol function over customer-nrovided nHronertr.
Althourh this individual hes been charced with resnonsibllity,
nrocedures covering exact function and duties heve not been
annlled dut in writing.

As a minimum, the funetion and duties to be covered
should include:

1. Estoblishment of adecuate control records:

]
.

NMon-exmendanhle nronerty from all sources, in-
cludin~ test egquinment, etc., fabricated by the
contreactor.

b. Contreoctor-foabricated tooling.
c. TVendor-furnished toolinc.

2., Maintenence of files contrninin~ documents evidencing
the receint and shinment of exmendable nronertry including
cucstomer furnished zes well as thet acouilred by the contractor.

3. Detriled review of all accountable »ronerty records
for aderuacy, comnletenese and accuracy.

4, Assurance that 2ll zcccountable nronerty records
are maintoined in such condition that the statuc of customer
ovmed nronerty may be readily ascertalned at any stace of
nerformence of the contract.

5. Assurance that nhysical inventories are “nlten with-
out delay at all locetions where customer-ovned nronerty has
heen used or is located, and reconciled to the accountable
nronertry records. Thereafter, nhysical inventories should
be token neriodicnlly.

Recormmendation:

Procedures, coverins the function and duties for which
the individual desirnated to control »ronerty is resnonsible,
should he reduced to writing by the contractor.

-4 -
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Schedule 3

Procurenent of lon-Exnendable Pronertr

Findin~:

The contractor's esteblished nrocurement »rocedures
recuire the coding of nurchase recuisitlons and »urchas
orders to identify the nature of the opurchase. Codes cre
nrovided for direct material, test eculnment and ground
surnort ecuilvment, vpronerty ovurchased for test and evalua-
tion, nroject tooling, and outside exnerimental, research
and develonment gservices. This system of codings has not
been nracticed on the »nroject under survey. However, the
contractor's nroject manarer has done an excellent jJob
of establishin~ accountable »nronerty records and tagrinc
nronerty. Furthermore, there may be valid reasons for not
codinr vnurchase orders.

*

Reconrmendations:

L. To ascure nromnt initiation of accountable promer-
ty records, mrovide comnlete nurchase documents, and facll-
itote cudit, 1t is recommended that the contractor estab-
1ish a nrocedure for identifyinr, on nurchase reanisitions,
the nature of nurchases, e.~., direct matericl, non-ex-
nendable »roverty, outside services, etc.

2. It is further recormrmended that such »rocedure be
cet forth in writines and consistently annlied.
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Schedule 4

Expendable Pronerty

Finding:
Contractor accuires exnendeble mronerty from the
following sources:

1. Purchesed directly by the Palo Alto facility.
2. Furnished by customer thru subcontractors.

3. Purchased thru or furnished by controctor's other
feoclllities.

No stock records are maintoined to control items of
exnendable nroverty; such items are dellvered to the small
work area confined in the isoleted Palo Alto facility. It
is not the intent of the auditor to unduly burden the con-
tronctor with elaborate record keenins fur such items. Hov-
ever, it is considered desircble that documenteoion reflect-
in~ authorized nurchase or recquest and subsequent receint
of cuch items is readily aveilable. No nroblems exist with
resmnect to the first two caterories above; full documenta-
tion i available at the nroject facility. In connection
with the latter catepgory, acculsitions initiated by other
then »roject nersonnel vresent somewhat of a wroblen.
Sunmmortine documents for the latter ltems are filed 2ot
the controctor's Sunnyvale facility and it is »Hossible for
erroneous charces to be mede against the Project.

Recommendotions:

1. The contractor should nrovide the »roject mancter
with n weekly detoiled list of thecee meterial charces Tor
vhich su~nortins documents are f1i iled at the Sunn"V°le Plent.

2. The nroject manacer should indlceate his annroval or
disan~roval on trese lis ts and teen them filed for wefere-ne.
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.Behedule 5

~

Control Qvey “7 e Tovarant of Mor-eyrendohle Curt~rar-Pro-
vided Pronert-r

Control over tect e~uimment end other items of non-
exrendrble cuctorer-nrovided nroverty which is removed
from time to time from the contractor's frecility for use
ot othnor locotlons eammears to be adequate. However, the
nrocedures followed to accommlicsh thie econtrel have not
neen atoted in writing.

Recommrendation:

Procedures covering control over the movement »f
non~exmendeble customer-nrovided »nronertr should rne re-
duced to writine by the cortractor. These chould include
nrovision for authorization to remove »nrorertr from the
feeility and corntrol of off-duty cccess to Huildinrs.
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Schedule 6

Physical Inventories

Findinc:
Althourh the contrector's »nroject manaser has ver-

bnll~ indicated that vhrsicsl snot checliing of »ronerty

eg heen cecomnlished, no documents exist in su»nnort of

such cction. Furthermore, nrocedures for taliing nhyeicel

inventories heve not been nut in writing. The tynes of

customer-nrovided non-exvendable nronerty involved are list-

ed below:

1. Contractor-nurchased snecislized test, check-out
and hendling equinment.

2. Contractor-fabricated items of the same tymes
enumerated in 1. above.

Z, Customer or Government-furnished items cf the
same tynes enumerated in 1. above.

4, Vendor-fabricated toolins.
5. Controctor febricated toolineg.

Recormendations:

1. A »rogrenm should be develoned by the contractor for
accomnlishins nhysical inventories of 2ll catesories of
customer-nrovided nronerty acoulred under the contraoct.

2.Detoiled written nrocedures should be develoned and
annlied without delay. In the interest of completeness and
anceuracy, the desirabllity of adecuate written ~rocedures 1is
considered esnecially annliccble to inventories of customer-
nrovided non-exnendable nronerty located at sites away from
the contrcctor's facility.

7%, A nractice of taking wmericdic v»hysical inventorles

of a1l classes of customer-vrovided onronerty should be
adonted and consistently followed.
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